
 

 

STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS 
DIVISION OF PUBLIC UTILITIES AND CARRIERS 

 
 
 
IN RE:  INTERSTATE NAVIGATION CO.         :          DOCKET NO:   
and ISLAND HI-SPEED FERRY, LLC    
 
 
 

JOINT VERIFIED PETITION FOR APPROVAL OF TIME CHARTER 
 

 Now come Interstate Navigation Company (Interstate) and Island Hi-Speed Ferry, 

LLC (IHSF) and, pursuant to R.I.G.L. §39-3-24 and §39-3-25, request that the Division 

approve a Time Charter of the Motor Vessel Athena from IHSF to Interstate, for the 

period May 24, 2006 through October 9, 2006, pursuant to the terms contained in the 

Time Charter Agreement attached to the pre-filed testimony of Lawrence R. Kunkel filed 

in support of this joint petition. 

 Petitioners also incorporate by reference the pre-filed testimony of Walter E. Edge 

in the companion docket filed by Interstate requesting Amendment of Interstate’s Fast 

Ferry CPCN. 

 Both Messrs. Edge and Kunkel have been previously qualified as experts by the 

Division in other dockets and both agree that the proposed transaction would be 

consistent with the public interest.  As a result, Petitioners further request that this joint 

petition be granted without public hearing, as provided for in §39-3-25.   
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Interstate Navigation Company 
By its attorney 
 

 
_______________________________ 
Michael R. McElroy, Esq. (#2627) 
Schacht & McElroy 
21 Dryden Lane 
P.O. Box 6721 
Providence, RI 02940-6721 
(401) 351-4100 
(401) 421-5696 (Fax) 
 
 
ISLAND HI-SPEED FERRY, LLC 

       By its Attorneys 
       HAGOPIAN & HAGOPIAN 
 
 
       ______________________________ 
       Mark J. Hagopian, Esq.  (#3281) 
       Jon G. Hagopian, Esq. (#4123) 
       60 South County Commons Way  
       Suite G-5 
       South Kingstown, RI  02884 
       (401) 783-9787 
       (401) 783-9977 (Fax) 
 

VERIFICATION 
 

 We the undersigned have read the foregoing joint petition and attest to its 

truthfulness. 

 

______________________   ______________________ 
Susan E. Linda    Frederick L. Nolan, III 
President      Member Manager 
Interstate Navigation Co.   Island Hi-Speed Ferry, LLC 
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CERTIFICATION 
 

I hereby certify that I mailed a true copy of the within “Joint Petition” 
electronically and by regular mail, postage pre-paid on the _______ day of April, 2006, 
to the following: 
 
Merlyn P. O’Keefe, Esq. 
Packer & O’Keefe 
1220 Kingstown Road 
Peace Dale, RI 02879 
 
Paul Roberti, Esq. 
Assistant Attorney General 
150 South Main Street 
Providence, RI 02903 
 
Mark A. McSally, Esq. 
Kelly, Kelleher, Reilly & Simpson 
28 Caswell Street 
Narragansett, RI 02882 
       ____________________________ 
 

 

 

 

 

 

 



 

 

DIRECT TESTIMONY OF 
LAWRENCE R. KUNKEL 

President and Chief Economist 
Kunkel Strategic Services, IBC 

 
For 

ISLAND HI-SPEED FERRY, LLC 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Regarding 
 

JOINT PETITION OF INTERSTATE NAVIGATION COMPANY AND ISLAND 
HI-SPEED FERRY, LLC FOR APPROVAL OF TIME CHARTER  

AND 
PETITION OF ISLAND HI-SPEED FERRY, LLC TO HOLD CPCN IN 

ABEYANCE 
 
 
 
 
 
 

April 6, 2006 
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1 Q.  Please state your name and business address for the record. 

2 My name is Lawrence R. Kunkel and my business address is 83 North  

3 Pearson Drive, Warwick, Rhode Island 02888. 

4 Q.  By whom are you employed and in what capacity? 

 5 A. I am the President and Chief Economist of Kunkel Strategic Service, IBC    

 6  (KSS).  KSS is an economics and strategic management consulting firm that  

 7  specializes in economic analysis, antitrust, the economics of regulation, financial  

 8  analysis and corporate strategy. 

 9 Q.  Mr. Kunkel, are you the same Lawrence R. Kunkel who has filed expert  

10  testimony on behalf of Island Hi-Speed Ferry in other filings before the  

11  Division of Public Utilities and Carriers (DPUC)  and the Rhode Island  

12  Public Utilities Commission (PUC)? 

13 A. Yes. 

14 Q. Mr. Kunkel, what is your educational background? 

15 A. I received my A.B Degree in Economics from Providence College and my A.M.  

16  Degree in Social Sciences (Economics) from The University of Chicago.  While  

17  at The University of Chicago, I was the Research Assistant to George Stigler, the  

18  1982 recipient of the Nobel Prize in Economic.  In addition, during my graduate  

19  studies at the University of Chicago, I had the opportunity to study under several  

20  other Nobel Laureates in Economics. 

21 Q. Have you been qualified as an expert witness by the DPUC and the PUC? 

22 A. Yes.  I have been qualified as an economics expert in Division Docket 98-MC-16  

23  and in Commission Dockets 2803 and 3495, all of which were IHSF cases.  
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1 Q. What is the purpose of your testimony in this Docket? 

2 A. I have been asked by Island Hi-Speed Ferry and Interstate to analyze and provide   

3  expert testimony regarding their joint petition for approval of a Time Charter of  

4  the MV Athena from IHSF to Interstate.  I have also been asked by IHSF to  

5  provide expert testimony regarding its petition for authority to hold its Certificate 

6  of Public Convenience and Necessity in dormancy for one year. 

7 Q. In sum, what is your opinion regarding these two petitions? 

8 A. They should be summarily granted. 

9 Q. What is the basis for that opinion?  

10 A. As I testified in Division Docket D-05-06, the Block Island high speed ferry 

11  market is characterized by an unsustainable level of excess capacity.  It was my  

12  considered opinion in that docket that “[n]ormally, market entry would take place  

13  [in such a market] in the form of a merger with one of the existing firms in the  

14  market or an outright acquisition of one of the existing firms, especially if the  

15  entry is capital intensive [as Interstate’s will be].  The point being, of course, is  

16  that with a merger or acquisition, entry takes place with NO new capacity added 

17  to the market, which makes much more economic sense and is less risky for both  

18  the public and  the market participants”. 

19 Q. How is that opinion applicable to the circumstances of these petitions? 

20 A. Quite simply, the proposed Time Charter is about as close to an actual merger of 

21  Interstate and IHSF as one could ever achieve.  It removes IHSF from the market.   

22  it allows uncontested entry of Interstate, to the benefit of each company, and the  

23  public benefits, because Interstate absorbs IHSF’s excess capacity.  Allowing 
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1  IHSF to hold its CPCN in dormancy allows this economic theory to be tested,  

2  while giving the Division the flexibility to return the parties to the status quo 

3  should the experiment fail (and should the parties so desire). 

4 Q. Is there precedent for this? 

5 A. Yes.  In Division Docket 99-MC-107, the Division allowed Interstate to suspend  

6  its non-lifeline service from Newport to Block Island and to hold its CPCN in  

7  dormancy for a period of one year, due to market driven circumstances similar to  

8  those here, including a decline in ridership and additional market entry by  

9  RIPTA’s new Providence to Newport ferry service. 

 10 Q. Are the terms of the proposed Time Charter fair, in your opinion? 

 11 A. Yes.  Based upon my knowledge of previous charters of the Athena, they are more  

 12  than fair.  The charter agreement is attached as Exhibit 1. 

 13 Q. Does this conclude your testimony? 

 14 A. Yes.   

 15       _____________________________  
        Lawrence R. Kunkel 
         

 12  Subscribed and sworn to before me this ____ day of April, 2006. 
 
  
       _____________________________ 
  

 

 
 

 

 






















